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Impact of Technology Investment on the Economic Growth: 
the case of Saudi Arabia 


By: Raja M. Albqami 
Assistant Professor of Economics 
Institute of Diplomatic Studies 


ABSTRACT 
The importance of technology investment on the economy is widely 
recognized. This has been emphasized by several theoretical studies. 
Advancement in technology affects economic growth in different 
ways. Marginal productivity of capital and labor are positively 
affected by the technology growth. Moreover, shortage in labor or 
capital could be compensated for the advancement in technology. In 
addition, the interrelationships among the various economy sectors 
are impacted by the technology progress, even though the gain from 
technology progress will not the same for each sector. Using the 
dynamic applied general equilibrium model, this study determines 
the impact of investment in technology on the economy growth, 
productivity of labor, capital, and sectoral productivity in the Saudi 
economy. To model the impact of investment in technology on 
economic growth, technology progress has been modeled in a real 
sector as well as the interdependence of real and financial sectors in 
mathematical model. After building the base run _ model, 
modification had to be done to reflect technology progress in the 
model. In order to ensure a realistic overview of the impact, the 


model runs for \¥ years, with 1997 as the benchmark. This time 


span allows for the complete effect of introducing the technology 
progress into the economy. The results of the dynamic simulations, 


which cover the 1 years show that, overall, the economy does better 


when there is technology progress. The result obtained in this study 
show in detail how the economy during the time span covered is 
doing when there is an investment in technology that leads to 
technology progress. Moreover, the results of dynamic simulation 
determine the sectors in the economy that benefit from technology 
progress. 
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Comparing the results of the two options (investment in technology 
and technical development or no investment in technical and no 
technical development) were almost all of the findings support the 
importance of R&D in technology. For example, the gross national 
product, the marginal productivity of capital, overall productivity of 
economic sectors, and investment was in technical development 
option higher than the assumed lack of technical development in the 
alternative, 17%, 36%, 36% , 11% respectively. 


Keywords: Technology, Economic growth, Dynamic Applied 
General Equilibrium model, Macroeconomics. 
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soa | 823903 | 895198 | 986710.7 | 1090686.2 | 1208648 | 1341891 | 1414198 | 1490268 | 1570464.9 


tu) 


ova! | 123418.9 | 140854.33 | 157250,66 | 174469.937 | 1910285 | 203700.33 | 208301.9 | 214120.967 | 219226.906 


dedi | 122874.2 | 142357.06 | 1618174 | 183242,759 | 204881 | 222369.54 | 2289648 | 237149.274 | 244395.46 











ola 216481.9 | 243960.9 | 273756.29 | 303729 | 327561.9 | 336705 357636.4 
desl | 188369 | 220799.5 | 2629825 | 2894387 | 327574 | 359442.5| 371854 | 387098.2 | 400460.95 








batt uly Jaa 
uw! | 141153 | 160992.4 | 182256.1 | 205587.86 | 229975 | 251852 | 261376 | 272573,9 | 283042.25 

dis! | 140410 | 158300,9 | 177552.5 | 198685,23 | 220615 | 239801.5 | 247910 | 257561.9 | 266427.78 

Aa gSall Jas | 
wba! | 212403 | 231443.8 | 255035.7 | 280405.81 | 307984 | 337161.6 | 352448 | 368169.3 | 384231.87 

dye! | 216124 | 245248.9 | 281419.9 | 322542.52 | 369077 | 419907.1 | 446643 | 475238.2 | 504374,37 

Tall Gala! 
jal 

ula! | 2.61565 | 2.637907 | 2.593176 | 2.5512158 2.473364 | 2.45404 | 2.434853 | 2.4161233 


duu! | 2.66024 | 2.780266 | 2.834927 | 2.8958347 | 2.96308 | 3.036576 | 3.07442 | 3.113248 | 3.153545 


dual yal 3 
lu | 2.67786 | 2.675008 | 2.711152 | 2.7287141 | 2.73024 | 2.721463 | 2.71759 | 2.713922 | 2.7103255 
did) | 2.77919 | 2.896038 baie 3,2168949 | 3.35702 | 3.48777 | 3.55506 on 3,6926113 
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(av VV) BygSM) Adal (8 AiR gleill etlial %IVV Gaull Gulall! (2 dial 
Ayslaatify) Sle Weil) eli) Mites Shall Guiry deel) Asati) abt cal (tai | ghitld 
CaS] oo Allg GSal 545 ab Cray shuatliy) 8 duis Aral ELEY) of LS «5 89! 
US Crag pollen) colaall Saal (5 gisus GLE Slatin)» LAY! (le bla! ogy 
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cob CHL) haally Aa gSall Jda old Agi) Ayitul) SLSay) cada gi LaSg .dusall GLA 

EY oh Cys Saal) GUAM Cb il Sle Gul) Ga Lady (fi ght agay Ae 
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cob gall Vda la Gui) Jas Glu (ple Aa gSall's Sbaall 4d ctlual Jaa) 68 gai 
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cb Moh Ants SR ght Aas ait) aid AysLentty) Cle Ubi) ¢ Li) (thes! Lil 
Cech g gh US ula GUS Gof 5 pSV) Listy ALjtee ua) GUAM ood Sy) Ail 
cA) (pBiN cc giswall CLAY Alla (68 gail) aliens tal of Cue ch ill aout od 
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asd cgi Juul) GUAM alla YPN Guy TY Ade Gd GLAM) Ga lal Gul 
CHA Guy lal) Gait Ayal Aatityy (8 cul g dll aang V aby JSG <pldti ght 
CAgeaill ob 5 pA Col geal) 8 lal Gul pI Aysall alan Gd Usd) ge qual) Lis 
gis (Fagerberg, 1987) 4 ula es ala Naa (ARDY gat) uluyl 
Anat Jia) Quit Aaa) Asatiay) Gb pi ght aga pac Ail dd) Gath 
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—e— oI BY! ol Tama! Gals —e— doal-Jall owl fa Gall Gatay 
Aayii (MPL) deal 4jaat Qatany gle (yb coll) il) eas A ody oilall Jui 
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gi) ob Ay gad Gf Cuey obec Apaal Gyo gli | ght) Athy La | sbi 
GaN lly staat) 6h Aus) Ayality) ple figs Les pagina gf Gaddis AyLill 
Apalall gall lysed) te Aya 6b Leton 8G Aut js lb Agia (8 Sled) 
CLAY Ge sje Game Gye tliat) Ugsins a8 il) Guulsal) waatl 6 jg yee 
colt) gil) A) usd At) Ag oleely) lal al) Gs) Cae A 8 SLi 
dasa Ja) Gb Dla Gul yy Janll Agatti) gb ig jaieue gai Guat g) csluaiiiy) (le 
4Bdal) olgy Atal) (galceify) gail) Gl Bi cists) why idl) ghil) le rein 
Sig ABN) gill aLacaiy) (8 wsluad) (8M Go ginal g cc aleaiiiy! geil Gus Ayla! 
Seals Sha Gait dysat Arglity) Fi Gun dagl Fae Cpe cg tlunilfy! gail) le 
gill Anca ges sb La Gui) gf) Abalall gah) ste (8 Galil of Las . tail gailly 
Agi, SU AB al) sLenty) Cle Lhd Gy Anka Gldlall GLb Gas Lal AdLaa) «tat 
Aye) AG Las «RAN glattl Ge Aa all Gud add Gt Uh Gye ab ll gle AaLiall 
gdeal) ily giea 9 Aysluatiy) cle Leal! dts) 


aad) Azali) (gle y cg sluatfy) gail) pte Agi las ob latin! 3) dul aly 
9 JEAN (leg cUbill (gia) ple Ayolunily) cle Ubi) Aralily Slall Guiyy 
Balad CS gill Caged pladiad pi crgeaall stent) o Jgdal Gly ginuay Letty 
CAL) ye oyu Alda CAgaill Ma Ug Ghats Gal) Gl jueall dy Sula 
ASLGial) Ayslaaiy) lida Guise daly Gi ged olin a sab (MD Aatial) Aylin 
BAB etd pLOU GA gail Jedi ab Gray cpg a geal) sluatiiy) (8 Ayala) cle Lad) oy, 
aay slyal ai ccpllall sliaiy) ally (Slay oll Gigaill slip ayy Ante Ol gi VY 
A yiBaN) laa Gh Slatin) Atta G8 aa geil] Guise GAgaill le cola 
AGHA Aga gall GI Latuyl 
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cob lati) seg gh lit poli 5 Anima Gb lei ) Cy LA Gilli Ai laden 
itil) ght) dyaai pews Guu que Ly culls dd (ight to gy Au 
Cle UREN Ais) Ayala) cla) Gulf Ayal Ayal «leat! asl) gall) Sud 
coll) Gala) Ala ga oleh gid gli agag Ulla Qb cuils ULatunly dysLaaiiy) 
CNN Salag Lag Gulunly 4jlhe Qual) gd cad) Cys gt ght aga y pte cut sil 
all gi gle HN) MAES 


Ugal bation) Cpe phe Apali gall Geauedi Gi Ayal pou Aula Gib 1a 


Chaskpes Qidag Apalill gall GilagSa le of Las AR Qh Latinnt Aye gSall 
A gM (8 GLatiuD Gala) ¢ Ua) aati Ay slut) 
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Ved ply (EN) dy MEI (1) ody ull EAS! deal — Halll S po Syadl AUS He 





eal all 

AB ite sac) Ayeiil) bh bail) 9 sluniyl 5) 55 

Agslaliay) 9 Ajsliaifly) Ayeitl) bbs | joie Ladi 9 slinify) 5) jy 

LNA) gt g Ch jalncall Cp Laas) 8 pid Abel) Culp Least) Aatere LaaSill y slaty 54) 55 
48 kia saci 

4B iia ase) og geal) py pail) ga gnaall (pa al) ail) Asie 
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